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Introduction The non-U.S. supply, use, and trade projections in this
: L L , __report are the product of model output and analyst judg-
This publication of long-term projections for internationghent. The principal model used in the foreign projections
agriculture is a companion Agriculiural Baseline is the multi-region, multi-commodity, Country-Link System
Projections to 2005, Reflecting the 1996 Farm(X4OB-  jintained and used by regional and commodity trade
97-1) released in February 1997. Itis intended to providg,q ysts in the Commercial Agriculture Division of the
users of USDA projections with the detailed foreign  gconomic Research Service. Analyst judgment is provided
supply, use, and trade projections that support the basg; rs regional and commodity analysts, as well as by

line outlook for U.S. agriculture and trade. Accordinglygna|ysts from the World Agricultural Outlook Board and
this report includes a review of macroeconomic and majgf, Foreign Agricultural Service.

country policy assumptions, along with tables and analysis

of the supply, demand, and trade projections for major

countries for wheat, rice, coarse grains, oilseeds and Summary of Trade Projections
products, cotton, beef, pork, and poultry. These com-

modities account for about 59 percent of U.S. agriculturdforld trade in most major bulk agricultural commodities
export value. is projected to expand more rapidly during 1995-2005

than during the 1980’s or early 1990’s. Trade in grains,

As is the case with the domestic component of uspaRarticularly coarse grains, is projected to grow the fastest
baseline projections, the non-U.S. projections present8d10ng bulk commodities. These gains are driven largely
in this report should not be interpreted as forecasts ofPY Projections of stronger economic growth in developing
future events. Rather, they indicate the expected outcomi&gions, including China, Asia, Latin America, North
given specific assumptions on future macroeconomic,Africa, and the Middle East. In these regions, rising
climatic, and policy assumptions. All assumptions are incomes are leading to diet diversification, rising meat
designed to provide a neutral backdrop to the projectiof§mand, expanding livestock sectors, and higher demand

making them useful for the analysis of the impacts of for feed. Wheat trade is also projected to increase, due
shocks or alternate assumptions. to strong global demand growth. Combined trade in

soybeans and meal will strengthen, a result of the same

Macroeconomic assumptions represent expected futufPansion of developing country feed-livestock sectors
trends in key variables, but exclude any variations dughat will push up coarse grain trade. Growth in soybean
to business cycles. Supply projections assume averag‘é" trgde is al_so projected to be faster thqn m_the 1980's,
weather conditions in each year. Foreign country eco-bUt_ W|II_rema|n ;Iowe_r than some competing oils because
nomic and agricultural policies are assumed to contin@ its high relative price. Raw cotton demand and trade
to evolve along recent trends, based on analyst judgméftProjected to be stronger than in the early 1990s, but
U.S. domestic farm policy assumptions are based on {H?:I match the 1980's Wh_en_there was increased substitu-
continuation of the 1996 Farm Act, continued through tion of cotton for synthetic fibers.

2005. Assumptions on bilateral and multilateral policies _ _
affecting agriculture and trade are based on formal U.S. export growth is projected to strengthen for most
agreements as of January 1997. bulk commodities. U.S. exports of wheat and coarse
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Table 1—Summar y of U.S. and global e xpor t growth?!

Coarse Soybean Soybean

Years Wheat Rice grains Soybeans meal oil Cotton
Percent

World trade growth?
1960 to 19703 1.1 2.2 4.9 11.4 14.4 11.3 0.8
1970 to 1980 4.7 4.9 8.7 8.2 11.7 12.8 1.2
1980 to 1990 -0.3 0.6 -1.0 -0.4 2.9 0.5 25
1990 to 2000 -0.3 35 1.3 2.8 2.0 3.9 -0.3
1995 to 2000 3.4 -0.4 4.3 1.3 0.4 1.2 0.7
2000 to 2005 2.4 2.6 3.2 2.0 2.2 25 14
1995 to 2005 2.7 1.4 3.6 1.7 1.5 2.1 1.2
U.S. export growth
1960 to 19708 -0.8 6.3 3.8 12.6 13.0 5.3 -5.4
1970 to 1980 6.4 6.8 12.7 7.2 5.8 5.4 6.1
1980 to 1990 -3.3 -0.5 -0.7 -3.7 -1.8 -5.5 2.3
1990 to 2000 0.6 -2.0 4.6 4.3 0.7 7.7 0.2
1995 to 2000 4.6 -5.1 6.0 1.0 1.2 16.1 0.7
2000 to 2005 2.2 0.0 25 11 0.7 -0.9 1.2
1995 to 2005 3.6 -1.8 4.0 1.1 0.7 54 1.1
U.S. share of world trade, average?
1960 to 19708 37.6 19.0 50.0 90.6 65.6 66.6 18.3
1970 to 1980 43.0 22.1 59.4 82.6 43.5 37.5 19.8
1980 to 1990 37.3 20.2 59.4 72.6 23.7 19.3 215
1990 to 2000 32.4 14.0 62.5 69.1 18.5 15.5 25.6
1995 to 2000 32.9 12.0 68.0 72.2 17.7 15.8 25.4
2000 to 2005 34.3 10.2 68.7 70.0 16.8 17.1 25.2
1995 to 2005 335 11.1 68.2 71.1 17.2 16.3 25.3

LYears refer to the first year of the commodity marketing year.

2Trade and trade shares include intra-FSU trade for periods starting in 1990 and later; intra-FSU trade for cotton also is included in the 1980 to
1990 and the 1970 to 1980 periods.

3Data for soybeans, soybean meal, and soybean oil begin in 1964.

grains ae piojected to pand the dstestwith paticu-
larly strong @ains in 1995 to 200@&fter 2000,U.S. whea
export growth is pojected to slov because of anticiped
unsubsidied competition fsm the Euopean Union (EU)
as world whea prices ise U.S. rice export volume will

dedine because pwisions of the 1996 &m Act will

lead to educed US. rice plantingsand US. demand is
increasing steadjl Expots of U.S. so/beans and pid-

ucts ae pojected to ise faster than in the 1989 but

foreign competition and sidng U.S. aceae cpins ae
likely to constain export growth relaive to tha of com
petitors after 2000. In cordst,U.S. raw cotton eports
are pojected to sengthen thoughout the 1995-2005

peiiod, beneiting from rising demand andceduced

competition in some coungs.
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U.S. whed is pmojected to gin a ising shae of world
trade duing 1997-2000with the US. shae then sthi-
lizing because of anticiped unsubsidied EU competi
tion. For other cops,projected US. maket shaes will
geneally follow histoiical trends. Reduced competition
will lead to a contioed fse in the US. shae of world
coase gain trade although the emgence of competiter
sud as Easter Euope will limit U.S. gains in coase
grains tade after 2000. \3. rice maket shae is ppjected
to dedine because of minimal domestice pioduction
gains and sting domestic useJ.S. maket shae for
soybeans and pducts is pojected to holdelaively
stea¢ through 2000then contilie to detine gradualy
because of Southmerican competitionas well as
anticipaed US. aceaye constaints.The US. shae of
world cotton tede is pojected aabout 25 perent though
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the baselingas mawg foreign poduces reduce aw cotton
exports by channeling poduction tevard consumption
and \alue-adied textile products.

The geneally favorable world economic outlook isxpected
to spur gowth in mea demand and ade Additional
impetus is gpected fom alead/ negotiated reductions
in trade bariers, primarily in EastAsia. Med demand
growth is piojected in seeral counties in the Acific Rim
and Ldin America, with the Rcific Rim providing the
most gowth in both consumption and impatemand
Rapidly increasing incomes in Chindaiwan, South Korea,
and a mmber of other courirs in the egion stinulate
demand ér med The United Stees is vell positioned
to provide a \ariety of mea products to these miagts.

Growth in mea import demand in the ¢frmer Swiet
Union (FSU) is pojected to slav. Although detines in
med consumption will slev and demand will tur upward
after 2000domestic FSU mduction of metis also
projected to bgin increasing This could educe the
region’s deoendence on impted meg although the
United Stées is &pected to contime to suppl low-priced
parts and timmings to thamaiket.

The \alue of US. mea exports is ppjected to gow an
average of @out 4 pecent annally duiing 1997 to 2005,
somevha slover than theapid ascent of the pastveeal
yeass. Although eport volume will risg, the inceasing
shae of lav-valued meaproducts mg slow the gowth
in total \alue

Agricultural Price Pr ojections

Along with relaively stong gowth in trade the baseline
projections indicte tightening maets br the major blk
commodities. Rijected pices br the major commodities
will continue to detine in real tems though 2005hut &

Figure 1
Real international crop reference prices

1990 dollars
800
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a slaver rate than long-tan trends. Sengthening Us.
and global app pices stem fmm the pojected gowth

in demandcombined with the outlookof somevhat
slower gowth in yields.Although ciop aea is &pected
to rise along with gce incentves,yield gains tended to
slow for major cops in a amber of egions duing
1985-95 Although yields a& expected to she some
response to e incentves,the extent to vhich global
supplies will espond in an efronment of irmer pices
is a ley uncetainty in the outlook.

While firmer real cop pices ae piojected med prices
are pected to contine to deline roughly consistent
with their long-tem trend Particularly in the United
Staes,the impacts of higherekd pices ae epected to
be ofset by contirued eficiency gains assoctad with
improved feeding pactices and ertical coodindion in
the meaindusts.

U.S. Agricultural Trade Projections

The total alue of US. agricultural exports is pojected to
rise from a ecod $59.8 billion in fscal 1996 to $62.7
billion (current dollas) in fiscal year 2000and g@proach
$80 billion in 2005. US. impotts ae pojected to ise
from $32.4 billion inikcal 1996 to $44.4 billion in 2005,
resulting in the gricultural trade suplus lising from
$27.4 billion in 1996 to marthan $35 billion in 2005.

Much of the ecod fiscal 1996 gport value eflected
high tulk commodity pices br grains and oilseeds.
With lower piices pojected br bulk commaoditiespulk
export value will initially fall in the baselinéAs a esult,
total gyricultural export value will dedine in fiscal 1997,
but then bgin a steag rise in 1998. Br fiscal 1998 to
2005, export growth will be éout 5 pecent annally.
Throughout theseeas, high-value poduct (HVP) &ports
are pojected to accounbf aout 60 pecent of total

Figure 2
Real international meat reference prices

1990 dollars
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Table 3—Summar y of U.S. agricultural trade pr ojections, fiscal y ears

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Billion dollars
Agricultural exports:

Animals and products 88 10.8 115 124 124 133 138 144 150 156 163 17.1
Grains, feeds, and products 13.1 17.3 21.3 16.2 16.1 17.7 189 204 215 221 235 248
Oilseeds and products 6.9 9.1 9.7 9.8 9.3 9.3 96 10.2 108 114 122 127
Horticultural products 8.7 99 10.2 107 117 124 132 139 147 154 16.2 17.0
Tobacco, unmanufactured 1.3 1.3 14 14 14 14 1.3 1.3 1.3 1.3 1.3 1.3
Cotton and linters 2.3 3.5 3.0 2.1 2.6 2.7 2.8 2.8 2.8 29 3.0 3.1
Other exports 2.8 2.7 2.7 2.9 2.9 3.0 3.1 3.2 3.3 3.5 3.6 3.7

Total agricultural exports 439 547 59.8 555 56.3 598 627 66.2 694 722 76.1 797

Bulk commaodities exports 172 235 279 220 220 234 246 262 275 283 300 314
High-value product exports  26.6 31.2 319 335 343 364 381 400 419 439 46.0 483

Agricultural imports:

Animals and products 5.8 5.9 5.9 6.2 7.1 7.6 7.9 8.1 8.3 8.6 8.9 9.2
Grains, feeds, and products 2.3 2.3 2.6 2.7 2.7 3.0 3.2 3.4 3.6 3.7 3.7 3.6
Oilseeds and products 15 1.8 2.1 1.9 2.2 2.4 25 2.7 3.0 3.1 3.3 3.4
Horticultural products 9.1 99 113 125 126 129 134 140 145 151 157 16.4
Tobacco, unmanufactured 0.9 0.6 0.8 0.8 0.8 0.9 0.9 0.9 0.9 1.1 1.2 1.3

Sugar and related products 1.1 1.2 1.8 1.9 1.8 1.9 2.1 2.1 2.3 2.4 25 2.6
Coffee, cocoa, and rubber 4.0 6.0 5.7 5.8 5.4 5.3 5.4 5.5 5.5 5.6 5.7 5.8
Other imports 1.7 1.8 2.2 2.2 2.0 2.0 2.0 2.1 2.1 2.1 2.2 2.2

Total agricultural imports 26.4 295 324 340 347 360 376 388 403 416 431 444
Net agricultural trade balance 175 252 274 215 217 238 252 273 291 306 330 353

Note: Other exports consists of seeds, sugar and tropical products, and beverages and preparations. Essential oils are now included in horti-
cultural products. Bulk commodities include wheat, rice, feed grains, soybeans, cotton, and tobacco. High-value products (HVP's) is total exports
less the bulk commodities. HVP’s includes semi-processed and processed grains and oilseeds, animals and products, horticultural products,
and sugar and tropical products. Other imports includes seeds, beverages except beer and wine, and miscellaneous commaodities.

U.S. agricultural exports. Mud of the HVP @in will be  Major Uncer tainties

in horticultural products which are pojected toise 5.5  The tade pojections a sensitie to the assumptionsif
percent anoally from 1998 to 200%Animal product contirued stong economic @wth in developingAsian
exports, led by beef pork, and poulty, will grow about  counties, combined with sengthening gowth in Latin
4.7 pecent annoally over this peiod. Bulk exports will  aAmerica, North Africa, and the Midlle EastThe pice
dedine in 1997 and 199&nd then bgin to increase in gnd tade pojections ae dosel linked to pojected
1999. Betveen fscal 1998 and 200%ulk exports will  gains in cop pioductivity. The esponsieness of yields

grow at about 5 pecent anmoally. to an emironment of irmer pices and in@asingy
maiket-oiiented policiesas well as impoved irvestment
U.S. impotts ae piojected to ise &out 3.5 perent conditions in may developing counies,is uncetain.
anrua”y from 1996 to 2005. Hﬁcultural ImpOltS,the More Specii‘ba”y’ the pojections ae Sensit"e to the
largest impot category, will grow a about 4 pecent uncetain outlook br suppy, demancgand poliy develop-

anrually. Growth in animal peduct impots will slov  ments in Chinathe EU and the tansition economies of
from over 7 pecent in fscal 1996 to 2000p eout 3 the FSU and Certt and Easter Eulope (CEE). Ryspects
percent in 2000 to 2005. for the hug China maet ae uncetain becauseapid
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growth and eform have gealy complicaed assessment of
future policies and tdmical suppy and demand cofef
cients.The EU tade pojections dpend on assumptions
regarding the n&ure of poli/ adjustments thiamay be
undetaken to compt with the Uugugy RoundAgreement,
and on futue suppy responseAnd, although the FSU

is projected to hee a educed ole in world grain trade

it is inheently difficult to accuately assess futerpolicies
and economicaldionships in the ansition economies
of the FSU and CEE.

Macroeconomic and P opulation
Assumptions

Estimdes br macoeconomic &riables though 1997 wre
the most lilely shot-temrm forecasts of economiaauth,
inflation, and fnancial maket behaior at the time the
macioeconomic assumptionseve pepared in October
1996.The forecast 6r 1998 is a @nsition betwen the
shot-termm forecast and the long-tarprojections.The
long-tem projections 6r the maaveconony for 1999-
2005 eflect trend assumption®f some indiceors com
bined with standak relationships betwen major macr
economic arables. The dsence of bsiness ycles
beyond the irst or secondgar of the drecast eflects a
corviction tha business ycles,as vell as shoks to the
macioeconony like laige oil piice incieasescannot be
accustely forecast.This macoeconomic settingvaids
distotting the long-tem baselinedr agriculture tha
would result flom introducing unpedictdle swvings in
macpoeconomic arables.

U.S. Macroeconomic Assumptions

The US. econory is in the maure phase of the economic
recovery tha began in 1991. GDP (@ss domestic jpid-
uct) gowth was a modest 2 pegnt in 1995. In 1996,
GDP «panded g about 2.5 perent,with unemplgment
averaging 5.4 pecent,down 0.2 pecent flom 19955
rate. Consumer pces in 1996 ase 3 parent,only slightly
faster than in 1995 despite ndalt employment and a
shap rise in the pice of cude oil. Impoted cude oil
prices went from $17 per bael in 1995 to wer $22 ly
eaty November 1996but could &ll belov $20 per bael
in 1997.

The tight ldor maket & this stge of the lisiness ycle
ordinaiily would mean shaty higher wage-induced
inflation in 1997. Havever, CPI inflation in 1997 is
expected to be oplmodest higher than 1996’3 pecent.
GDP and emplment gowth will slow from the gpid

6 [0 Economic Research Service / USDA

pace of the second guer of 1996 lagely because of
slowing real pesonal income ipwth and tighter adit
conditions.This slavdown in growth will prevent labor
maiket and poduction bottlendes and insug relaively
stable inflation through 1998.

Consumer and pducer equipment spending wile in
1997, offsetting slugish govemment spending and a
higher tade detit. Despite impoved economic spects
in CanadaJapan,and Euope in 1997the stonger dollar
in 1996 will dampen 1997ports, encouage impots, and
leave the tade detit between $110 and $120 billion.

In the long tam, the baseline maceconomic prjections
shav a recovery from the belw-trend gowth of the lae
1980s and efr 1990s. Fom 1998 to 2005he econom
will grow by 2.6 pecent annally. However, real com
penséon and dispodade income gowth will fall some
what belav recent histoy as eal wages fise less than
productvity. Modesty higher stée and local taxeverues
to male up br lost Fedeal transkrs will leave disposkle
income gowing a about the sameate as GDP

Assumptions undéying the long-tem U.S. macpeco
nomic pojections ag:

 Fiscal polig/ will be tight,in line with a p#h to a
balanced Edeal budget by 2002. Een with higher
local gpvemment spending piking up some of the
Fedeal cuts,overall govemment spendingrgwth
will average only 0.5 pecent per gar fom 1999
through 2005. By 20050vemment puchases of
goods and seices will have slipped fom second to
third place among the components of GB&hind
consumption and ugstment.

* The Fedenl Reseve will remain committed to
containing infation even as the gvemment ddtits
shiink. Money suppy will expand 5.3 perent ann-
ally between 1998 and 2008 flecting modesately
tight monetay policy and tend GDP gowth.

» Real cude oil pices will rise by 2.2 pecent per
year flom 2001 to 2005;0onsistent with medium-
term Department of Enegy projections in druaty

1996.

* Labor pioductivity growth will be in the 1.1- to
1.2-pecent eange from 1998 to 2005This represents
a modest immvement in poductvity over the pe-
vious 15 ars, largely attributed to a higher wrest
ment shae in GDP and ler real inteest ites than
there would hare been without dedit reduction.
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Trade libealization from the Noth American Fee
TradeArea (MFTA) agreement and the Uguay
Round greement will also enhancequtuctvity
growth in the baseline

* Employment will gow about 1.3 to 1.4 peent per
year which is boadly consistent with Bwau of Léor
Stdistics pojectionsthe tightened wifare and didaility
qualifications nav in place and &pected immiggtion.

* Real GDP in the OECDninus the United Stas,
will grow a about 2.4 perent though 2001 and sio
to 2.2 pecent theeafter

* Fedeal defcit reduction and Mer inflation expecta-
tions will mean smaller intest ate differentials
relaive to US. trading pamers. U.S. inflation will
remain higher than in Canada armgah,but dose to
tha of the EU-4 countes of Gemary, France Italy,
and the WK. The infation differential will drive the
modest ddme in the eal \alue of the dollar sm
2000 to 2005.

In the dsence of commodity jwe shoks or drupt
changes in maaoeconomic polig, steble growth gener
ally implies stale inflation. Consumer pee inflation is
projected to gerage 3 pecent wer the n&t decade
This modeate inflation outlook assumes theonetay
policy is pimaiily aimed & containing infation. Real
shot-term Treasuy-bill rates will average 3 pecent,
reflecting elaively tight Fedenl Reseve polig as vell
as benatial effects of fscal deicit reduction. Real
long-tem Treasuy-bond etes of dout 4 pecent will
reflect lover demanddr long-tem credit, with reduced
govemment dét relaive to prvate deot.

Revised Macr oeconomic Data . For the curent baseling
the Ndional Income and PductAccounts (NIR) daa
used to measamMmacoeconomic actity were revisedto
reflect a methodolgical chang to dain-weighted out
put and pice measuwgs and agbendimaking to 1992
as the baseear These bangs esulted in evised his
torical growth rates br the NIFA selies. Reised maoo-
economic dea also necessited the e-estiméon of
paits of the model useaif baseline mjections. Near
term implicaions ae lover GDP gowth for 1996 to
1998, largely reflecting ievised 1994 and 1995 @vth
being shaply reduced fom ealier estimaes.

International Macr oeconomic Assumptions:
Developed Countries

The world macioeconomic outlook contires to be
favorable over the n&t decadewith global eal GDP
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growth averaging ebout 3.0 perent,well above gowth
during the frst half of the 199@. In the deeloped
counties, macoeconomic gowth is piojected to eer-
age @out 2.5 pearent though 2005.

Europe. Over the ngt 2 years, Gemary, France Italy,
and the United Kingdonalong with the other courngs
of Westen Euiope will consolidae their ecovelies from
1996% gowth recession and will shofaster gowth.
From then though d@out 2000they will be in a moe
mature phase of theirusiness ycle recovery, with
slowing growth, but no ecessionThis gowth will take
place in a lav-inflation ervironment (Ganan infation
is curently 1.5 pecent),since gowth will be modest,
and &pected laor maket conditions (unempianent
around 10 perent) will retad wage gowth. Through
2000, fiscal spending will beestiained driven ty the
Maasticht Treay’s defcit-to-GDP equiements. Monetgr
policy over the same time ped kegps shoi-tem intelest
rates ony modesty higher (dout 50 basis points) than
their curent levels.

During 2000-2005European economicrgwth is expected
to settle into the mid-2 peent ange, while inflation
stays aound 3.0 to 3.5 peent. Unemplgment will
remain aor near doule digts in mary counties, holding
dowvn wage gowth and consumption spendidgliditionally,
higher taxes to educe iscal defcits to accetable levels
for monetay union will futher dampen consumption
growth. Investment gowth looks to be the singth of
mary European economiebut will not reat levels of the
late 1980s. In pat, this is due to uncainties egarding
monetay union as it corlicts with domestic needs.

The baseline pjections assume that least limited
monetay union will occur in Euope on skedule but
the actual pace of umigtion is the pincipal souce of
uncetainty. There is a gtheiing momentumdr monetay
union to occur on $®dule with mog counties patici-
paing in the frst wave. Spain,Portugal, and Itay are
pressing to be idaded in this goup,even though the
will not strictly meet all equirements. Edy entry of
these countes dhanges pospectsdr the US. dollar’s
value Curently the baseline has the ®) dollar shav-
ing nearterm stiength,with slight weakness after 2000.
If participation in monetay union is widespad then
European monetgrpolicy would have to be mae
accommodtave, and the dollar wuld gpreciae
throughout the drecast peaod.
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Table 4—Foreign real GDP gr owth assumptions

Average
Region/country 1994 1995 1996 1997 1998 1999 2000 1990-1995 1996-2000 2001-2005
Percent change

World 2.6 2.3 2.6 2.9 3.1 3.1 3.1 1.9 3.0 3.2
less U.S. 2.3 2.5 2.7 3.2 3.3 3.3 3.4 2.0 3.2 3.3
Developed economies 2.7 1.9 2.1 2.4 2.5 2.4 25 1.9 2.4 25
United States 35 2.0 2.4 2.2 2.6 2.6 2.6 1.8 2.5 2.5
Canada 4.5 2.3 15 2.8 3.0 3.1 3.1 1.3 2.7 2.9
Japan 0.7 0.7 25 2.2 2.0 2.1 2.1 1.9 2.1 2.1
Australia 5.4 3.5 3.3 2.7 2.9 2.6 2.5 2.6 2.8 2.3
European Union-15 2.8 2.5 1.3 25 2.5 2.3 2.6 2.1 2.2 2.3
France 2.7 2.4 11 2.7 2.6 2.3 2.7 1.4 2.3 2.4
Germany 2.3 1.8 1.2 2.8 2.4 2.3 2.4 4.0 2.2 2.5
Italy 2.2 3.0 1.6 2.0 2.7 2.3 2.4 1.4 2.2 2.2
Spain 2.0 3.0 2.6 3.0 3.0 25 2.7 1.8 2.8 2.5
United Kingdom 3.8 2.4 2.2 2.7 2.1 2.2 2.2 1.0 2.3 2.2
Transition economies -11.9 -2.0 -1.1 0.5 1.8 2.6 3.3 -7.0 1.4 3.9
Eastern Europe 3.2 5.0 5.0 5.0 5.0 45 4.7 -1.6 4.9 4.7
Czech Republic 2.6 4.8 5.9 5.2 4.9 4.5 4.1 -2.5 4.9 4.1
Hungary 2.1 15 25 5.5 5.4 5.4 5.2 -1.7 4.8 5.7
Poland 5.5 7.1 6.1 5.3 5.1 4.0 4.5 2.4 5.0 4.5
Former Soviet Union -17.8 -5.4 -4.4 -2.2 -0.2 1.3 2.3 -11.6 -0.6 3.2
Russia -15.0 -3.7 -4.0 -2.0 0.0 15 2.5 -10.9 -0.4 3.3
Ukraine -26.7 -12.3 -7.0 -4.0 -2.0 0.0 1.0 -12.5 2.4 2.9
Developing countries 5.4 4.6 53 5.6 55 55 5.6 4.7 55 55
Asia 8.0 7.7 7.4 7.1 6.9 6.9 6.8 7.3 7.0 6.6
East & Southeast Asia 9.1 8.2 8.0 7.4 7.3 7.2 7.2 8.1 7.4 7.0
China 12.4 10.2 10.0 9.0 8.9 8.8 8.7 10.6 9.1 8.4
Korea 8.0 9.0 6.8 6.6 6.4 6.1 6.0 7.7 6.4 5.6
Taiwan 6.1 6.1 5.7 5.8 5.4 5.7 5.7 6.4 5.7 5.6
Indonesia 7.1 4.3 6.8 6.0 6.8 6.7 6.8 6.3 6.6 6.8
Malaysia 8.7 9.3 8.5 8.0 7.6 7.6 7.6 8.8 7.9 7.5
Philippines 4.3 5.3 6.5 6.8 4.2 4.2 4.3 2.4 5.2 4.3
Thailand 8.6 8.5 7.4 6.1 6.9 6.7 6.6 8.9 6.7 6.3
Vietnam 8.8 8.0 9.7 9.7 9.7 9.5 9.5 7.3 9.6 9.3
South Asia 4.9 6.0 5.5 6.1 5.6 5.6 5.5 4.4 5.7 5.5
India 5.2 6.2 5.6 6.3 5.7 5.7 5.6 4.3 5.8 55
Pakistan 4.1 5.1 5.6 5.7 5.8 5.8 5.8 4.8 5.8 5.8
Bangladesh 4.5 5.1 5.0 5.0 4.3 4.3 4.3 4.7 4.6 4.3
Latin America 4.3 0.8 2.9 4.1 4.3 4.3 4.6 25 4.0 4.8
Caribbean & Central America 2.4 2.8 3.0 3.0 3.1 3.2 3.3 2.8 3.1 3.3
Mexico 3.8 -6.9 3.2 4.1 4.2 4.6 5.1 14 4.2 5.5
South America 4.5 2.5 2.8 4.3 4.5 4.4 4.7 2.7 4.1 4.8
Argentina 7.4 -4.4 2.0 4.0 4.6 4.7 4.7 4.4 4.0 5.1
Brazil 4.1 4.1 2.5 4.6 4.5 4.3 4.8 1.4 4.1 5.1
Middle East -0.1 1.6 2.5 4.2 3.7 3.6 3.7 2.9 3.6 3.8
Iran -4.0 1.8 2.7 2.9 3.1 3.3 3.6 4.6 3.1 4.4
Iraq 14.9 15 6.0 11.0 4.3 4.4 4.4 -9.2 6.0 4.4
Saudi Arabia -1.7 -2.4 -0.1 4.6 3.8 3.5 3.2 3.0 3.0 3.2
Turkey -5.3 6.8 3.0 3.8 4.8 4.8 4.5 4.3 4.2 4.4
Africa 1.9 3.1 3.4 3.3 3.2 3.3 3.3 1.3 3.3 3.2
North Africa 15 2.5 4.6 3.8 3.9 3.9 3.9 1.1 4.0 3.8
Algeria -0.2 4.3 4.6 2.8 2.8 2.8 2.8 0.2 3.2 2.8
Egypt 2.0 4.2 5.2 5.0 5.3 5.1 5.1 1.9 5.1 4.6
Morocco 11.2 -5.0 5.0 4.8 5.0 5.1 5.1 1.9 5.0 5.1
Tunisia 35 3.2 6.1 5.6 5.6 5.6 5.6 4.8 5.7 5.6
Sub-Saharan Africa 2.0 3.5 2.0 2.9 2.7 3.0 3.0 3.1 2.7 3.0
South Africa 2.4 3.5 4.2 35 3.3 3.0 2.6 0.4 3.3 2.3

Sources: DRI; Project LINK; Economic Research Service, U.S. Department of Agriculture.
Note: The macroeconomic assumptions were completed in October 1996.
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With monetay union inceasingy likely to occur on
schedule govemments will hae to install iscal and tax
policies tha move govemment deitits tovard the
Maasticht limits ealier than some ha epected For
the maginal counties, this could laver gowth expecta
tions signifcantly. Monetay decisions $ cental banks
will continue focusing on stailizing cureng values
against the Ganan Mak, but maginal countres intent
on being among those initiglincluded in the union
will have to pusue sticter policies Again, this could
result in slever gowth than assumed in therécast.

Japan. Japan’s neaiterm prospects hae impioved
someavha. Owerall, economic signals armixed for the
near tem, although the walenedYen,low interest ates,
and impoved consumer sentiment will help leagbdn’s

Yet,in 1995 and 19968Canada made betterggress in
reducing its strctural budget defcit than ary other G-7
country. Shot-tem intelest etes hae been 1 peent
belov compasble U.S. rates,and Canadaegistered a
cumrent account sptus in the second quar of 1996—
both events not seen since the 1970s. Utainty about
the Canadian dollar has subsided ask@ueostponed
the net secessionate to past 2000. Because ofa@od
inflationaty environment,and the &vorable political and
fiscal polig/ climate, the Bank of Canada (BOC) will
contirue to leg shot-tem rates low.

GDP gowth in 1996 will be less than 2.0 pent,largely
due to a wak frst half But, Canada should sebave-
trend gowth for the na&t 4 yeas. This is despitexgected
modeate U.S. growth over the same pird. Contiruing

econony out of lecession and help maintain modest 2.0ecovely in real wages and lav shot-temm intelest etes

2.5 pecent anmal gowth in the medium ten. Japans
banking cisis is &pected to hold lending andvisstment
spending bela histoiic levels. Unemplgment will be
at histoiic high lesels,with companies gt to expand
hiring. Labor makets will only slonly improve, and
therefore pesonal saings will remain high.

Recentikcal poliy has been stimatory, but the gvem-
ment will soon she restaint as it seeks toeer the
recession-ex defcit. Low inflation expectdions,though,
will allow long-tem monetay policy to be accommaodiag,
with real inteest ates in the 1 to 2 peent ange. Owerall,
fiscal and monetgrpolicy will be slightly stimulative,
but Japanese #nd gowth of éout 2 pecent will still
be lover than peviously seen.

The lover gowth is patly due to dpan’s rapidly aging
populdion and theesulting impact on tzor force gowth.
Investment gowth will also be slaver than peviously,
reflecting lowv cgpacity utilizaion—a emnant of the
investment boom of theta 19805 and edy 19905—
higher costs of Westmentand laver coporate pofits.
Also, high unit ldbor costscaused in paiby lifetime
employment policieswill push moe investment dshore.
With an infation outlook th&is low relaive to other
major economiegheYen should sangthen slighy,
with import growth outstipping eport growth, toward
the end of thedrecast peod.

Canada. Canadianitcal polig/ will be tight for the

next several yeas as the &deal budget moves to balance
and Povincial budgets un modest syluses. In 1995,
Canada had the highestoti¢o-GDP &tio in the G-7.
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will bring low doube-digit constuction spending rgwth.
These &ctos also esult in moe consumer deble spending
patticulay since Canada has agirzg fleet of cas. The
expected stwng equipment spending stihated ky low
interest ates will lagely offset the ngative impacts of
lower govemment spending on domestimgth.

As the Canadian econgnias substantial sllginflation
should be belw 2.0 pecent br the na&t 2 years, and then
acceleate slightly. Low inflation and contined political
stebility will allow a gadual aprecidion of the Canadian
dollar. Tha movement,however, will be sloved ty the
low interest ete poligy of the BOC With the second
lowest unit ldor costs among the G-and &pected
modegte gowth in its tading pamers, net exports will
be stong With GDP gowth the stongest of all deel-
oped economiesinemplyment will move well belov
its curent rate of 10.0 pesent.

Over the longr tem, NAFTA and detining long-tem
interest ates should stimlate investment spending and
exports. Additionally, the competitieness of the Canadian
dollar (remaining belas the US. dollar in \alue),will
further suppdrexport expansion. Unemplmment and
wage gowth will also impove as poductive caacity

and caacity utilizaion rise With the steaglimprovement
in Canada economic erironment,growth is epected

to be nedy 3.0 pecent in 2001 to 200%yiving it the
best long-tam outlook among indus#lized counties.

International Macr oeconomic Assumptions:
Transition Economies

After 5 yeass of economic ddine, gains in eal output
have lifted per cpita GDP wer levels bebre maket

Economic Research Service / USDA 0 9



Per caita income and incomeaagyth ae pincipal deter
minants of the pgéem of impot demand a@ss counies
and commodities/Vhile other &ctors, sud as wariations in
trade or pice policies,consumer mferencesand compar
ative adriantage in pioduction,are also impaiant,there is
often a stong corespondence begen n&onal per cpita
income and impaérdemand dr food gains,feedsand mets
in the long un. Futher, projections of global aide acnss
commodities a often shped ly the patem of expected
income gowth acoss higher and er income counies.

Four stages in the deelopment of gricultural impot demand
can be identiéd for desciptive puposes. Because other
factos—sud as those notehave—also dfect impots,
the income anges br ead caegory are not tighty deined
but are insteadepresentéive of the ptem of agricultural
demand Definition of the stges is also hamped ly inability
to precisely measue the puchasing pwer associged with
per cpita incomeand ty sometimes shprdifferences aass
countiies in the disibution of incomeThus,the anges
used ae genenlizations tha may not hold in all cases.

Stage 1: Lowest Income Counties.In the lavest income
counties,with per caita incomes of less thamaut $500,
naional average per caita use of dod staples—bod gains
or tubes—is geneally still rising. There is typicaly very
limited efective demanddr highervalued @ods,notably

urbanizdion increase consumer pferences a likely to
begin shifting tavard preferred stales,suc as vhed and
higher quality ice, and avay from less peferred tiaditional
steples,sud as tubes or coase gains.

In the lovest income counts,food stples often account
for a eldively large shae of consumenreenditue. If the

Income Gr owth and Dietar y Chang e

price of food stales—or so-calletiwage goods’—lises
faster than wages,then rutrition and consumer elfare can
deterorate quikly. As a esult,the govemments of these
counties often gve piiority to ary food stale impot needs
when allocéing scace foreign exchang. Examples of
counties d this stge of demand & BangladesHndia,
and magy Sub-SahamnAfrican counties.

Stage 2: Moderate-Income Countries.As ndional per
capita income ises though a ange of oughly $500-$1,000,
an impotant tansition in bod demand often gms. Demand
for stples gneally slovs,and mg begin to dedine, although
the shift tevard preferred stples continmies. In adition, the
number of higher income consuredyecomes sfi€ient to
stimulate gowth in demanddr livesto& and other higher
valued poducts athe naional level. The emegence of
significant efective demanddr meds and other liestok
products @neetes deived demanddr feed gains and
proteins—demand thaan epand epidly because it typi
cally takes 2-4 units ofded to poduce 1 unit of grduct.

A country’s “takeof” point for mea demand is compli¢ed
by the ole of factos sud as income distution, dietary
customs|ocal pioduction costsand maketing infastucture.
The type of megpreferred is afected ly cultural preferences,
with pork and beefdcing limited acgatance in some societies.
It is, however, common br poultly mea and gg demand

livesto& products. In this and higher g&s,as incomes and to shav the fstest initial gowth because ofetaively wide-

spread accptance and v production costsThe taleoff
point for feed impor demand is décted not onyl by med
demangbut by local suppy potential br both commagial
and esidual €edsfeeding ficiency, and tade policies.
Major countres d this stge of demand a& China,Egypt,
IndonesiaPakistan,and the Philippines.

reforms began in most of the CEEegion, paticularly in
the nothem tier counties. Lagging reforms in the FSU
have stalled its longssaited ecovery until 1999. Rgaining
former per cpita GDP leels in the FSU is fiher in
the futue. Reducing infation was citical in halting and
reversing the output cordctions thainitially chaacteize
transitions fom cental planningWhile mid-tem prospects
reat up to 5 perent aerage GDP gowth, the long-tem
economic outlook is soméda slowver. Stagnant popula
tion growth and a apidly aging labor force mean laer
long-tem gowth than in other emging maket counties.

Former So viet Union. Market reforms ae contiruing

financial sectgrsudh as the stdcand bond mdets in
these counies,had to be @aed pactically from scetch.
The allocéion of domestic sang into pivate investment
is limited ly slowv development of a modercaital maket.
The banking system had to lestuctured paticularly

in those countes tha introduced ne n&ional curencies.
After almost a decade oéforms, market-based peing,
and contimiing piivatization, the economies of the FSU
will begin to gow again by the end of the decade

Over the net decadeaggregate gowth of dout 3 pecent
is projected br the FSUA more optimistic outlook will
depend on thexdent of pivatization and breign avner

to transbrm these drmeilly centally planned economies, ship,howv much curent iscal imbalances ameducedand

but a varied speeds andent. The lagest econom
Russiawill be among theifst to post positie econom
ic growth, but not until lde in the decadd he transition
to a maket system has been sl@nd potracted The
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how soon &chang rates stailize. Inflation will remain
in doube digts but on a denward trend The epected
strong demanddr caital impots will bring the curent
account into décit. The region’s compagtive ad/antaye
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Stage 3: Moderate- to High-Income Countries.When per
capita income is in theange of oughly $1,000-$10,00(Qer
cgpita demanddr food stales is @nerlly dedining. The

strongest consumptionrgwth occus in livesto& products
and tedsand other highevalued bod poducts. In adition
to rising efective demanddr moe dverse dietsurbanizéion,
higher ldor force paticipation, and higher incomes spur
demand ér mote piocessed and mercorvenience dods.

At this staye, the taleoff point for feed gain and potein
imports has likly been eated unless thex is caacity
for suficient local £ed poduction,or financial or tade
policy constaints curb bothded tade and meautput.
Although most counigs 4d this stge cdoose to prduce
med locally, med rather than éed ma be impoted if the
conditions do notast for eficient local meaproduction.
In a similar &ishion rising demand is likly to lead to the
emepgence of impass of other high-alued bods,depend
ing on local poduction cpacity, financial conditionsand
trade policies.

Food grain consumption and income

Per capita food grain consumption (kgs.)
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A large rumber of countes,including mary in North Africa,
the Middle EastSoutheasfsia, Cential Euiopg and Centl
and SouttAmerica, are d this st@e of demand and typicgll
shaw the fstest gowth in agricultural impot demand

Stage 4: High-Income Countries.Counties with per cpita
incomes hove roughly $10,000 typicail are “mature”
maikets tha may exhibit high levels of aricultural impot
demandbut relaively slov growth. Rer caita use of déod
steples is nomally steble or dedining, while demanddr
livesto& and other high-alued gods is gowing & a mod
erate, but steagl, rate. Per cita meéa demand can contin
ue gowing up to &erage income lgels of dout$15,000
before stdilizing. At this staye, demand ér higherquality
goods mg increasingy affect the boice of gods and
supplier and demanddr ervironmental quality mabegin
to limit intensve local poduction of meg and otheprod-
ucts.All the major deeloped countes,including
Austrlia, CanadaJapan,the EU and the United S&s ae
at this stge of demand

Meat consumption and income

Per capita meat consumption (kgs.)
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in naural resouce-based>gports will provide much of
the eanings needed tarfance the gaital impoits. More
foreign investment should beifthcoming to deelop
these esouces.

Central and East Eur ope. This goup of tiansition
economies initieed maket reforms ealier and to a
greder etent than thedrmer Swiet Union and a nav
reging the economicewards of fast gowth. Average
GDP «pansion of 5 peent is epected ger the nat
few yeass, and 4.5 parent fiom 2001 to 2005. Li other
developing counties, gross fxed investment will be the
fastest gowing component of total domestic demand
Inflation will remain eldively high in the mid-tan
before falling to single digs after the gar 2000. Moz
steble exchange rates and impoved tems of tade ae
projected @er the coming decad®irect foreign invest
ment into the egion will continue to be sting as these
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counties become mereconomicayl and politicaly
integrated with the Euspean Union.

As inAsia, the ley to sustained highrgwth of 5 pecent
or moe is tade—within the egion and with the EU and
the FSU Direct foreign investmentsdllow naurally
from open tade as it has in the nthvem tier counties
of Poland Hungary, and the Cech Reoubic. This g/cle
of trade and imestment will lift per cpita GDP in the
area,which curently gpproximates tha of SouthAmerica.
Compaed with 1990the year after maet reforms
geneally stated Cential and East Ewpe hasecovered
output lost dung the ecession gass in the edy 19905.
By year 2000per cpita GDP will be 17 peent higher
than when the tansition bgan.

In the souther tier counties—Bulgaria and Romania—
market reforms were initiated moe slavly or much later.
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As a esult,foreign diect investment has been minimal.Mexico will likely run a tade detit with the United

As in the FSUprivatization has lgged tha in Poland
Hungary, the Czdc Repulic, and the Balticapubics.
Exchange rates hae contirued to dpreciae, undemined
by low foreign exchang reseves. Fnancial conditions
will only slowvly improve. As a lesult,output gowth is
lagging behind ates in Pland Hungary, and the Cech
Repubic. However, because outputas initially low,
output gowth in the n&t few yeass will be dle to cach up
with current gowth rates of those néinem tier neighbas.

International Macr oeconomic Assumptions:
Developing Countries

As makets and competiterfor U.S. agricultural exports,
the gowth of developing couniies signifcantly influ-
ences globalgricultural trade Led ly Asia, aggregate
growth over the ngt 10 yeass is pojected to gerage
about 5.5 parent,somavhat faster than er the past
decadeWhile Asian gowth may slov somevhat, growth
prospects in other &eloping egions ae impioving.
Freer makets harmacteized by less pice contol and
fewer trade batiers, more stingent iscal and monetgr
policies,and the phase-out oftéicially contwolled

Staes, its lamgest tading patner.

A grea deal will be equired fr this scendw to be ealizd
The econory's basic poblem is a lev savings @te. The
previous d@endence onofeign caital left the peso and
interest ates vulnegble and wlatile. Growth and inceasing
productive caacity will be dificult in this situgion be-
cause the gremment will have to un a ludget suplus
to help mise néional saings,and leg monetay policy
tight to keep inflation dovn and to discoage an out
flow of funds. Pudent maaseconomic policies will be
required for Mexico to avoid cureng crises thapush
up the cost ofdreign dét sevice, raise caital impot
costs,and slev economic gowth.

South America. Strong gowth is pojected 6r South
America, led by the MERCOSUR car counties of
Brazil andArgentina. Feer tade will futher inteyrate
the economies of these couesr as thg move tovard
eventual hemisphéar free tade with MAFTA countiies.
Behind the sting output gpansion is in@-regional
trade as wll as hewdier foreign diect investment in

exchang rates ae assumedof mary of these economies. anticipaion of trade intgration with the United Stas,

Mexico. A growth recovery in 1996 after 1995 de@
recession is)@ected to put Médco on a pth of 4.2-
percent ¥erage anmial gowth over the mid-tem. Longer
run gowth prospects a biighter @ 5.5 pecent as the
econony retums to full emplgment and to the cen
sumption and vestment pems tha held bebre the
December 1994 pesowdduaion. This means argdual
appreciaion of the eal xchange rate, modeete inflation
rates of less than 10 pent,and domestic westment
growing & more than twice the pace ofiygte consump
tion. NAFTA will genegte or enhance thénances dr
expanded tade wlume the etum of previous levels of
foreign direct investmentand estoed puchasing paer
in Mexico.

Beyond 2000the pojections assume sustainingapous
gains,with exports of goods and seices gowing slightly
faster than impds. The tems of tade br the pojections
are favorable, although the cuent account balancemains
in defcit, reflecting the contined impotation of foreign
financial caital. The gadual @preciaion of the eal
exchange rate (in pesos per dollar) meanstttiee nominal
pace of dpreciaion will not kegp up with the domestic
rate of inflation. This is lagely the eason ér the slavly
increasing tade detit through the érecast paod. Thus,
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the world’s lagest maket. Recent méet-oiented eforms
and lager piivate sectas ae also behind theegion’s
better pospectsThe past evironment of gervalued
curenciesjarge trade detits, fiscal defcits, and lav
intemal saings and imestment is xpected to impove.
New macoeconomic policies mo pemit lower inflation
and moe competitie industies as impdrbariers fall.

China. The Chinese econonwill maintain the stwngest
growth in Asia over the ng&t 10 years, averaging almost
9 pecent in the ne 5 yeas and 8 pearent in 2001-2005.
With populdion growth slowving to an serage 0.8 pecent
anrually, per caita GDP gowth will be & least 7 parent
per year Consumer pee inflation will remain in doule
digits throughout the pénd, and because the nominal
exchange rate will depreciae & a slaver pacethe eal
exchange rate will appreciae. Inefficient stae-ovned
enteprises will continue to lurden the gvemments fiscal
well-being However, the county’s high saings ate
limits the impact on fvate investmentTrade wlume and
investment lows ae likely to gjow even moe as the
Yuan becomes fullconvertible bebre the end of the
centuy. Trade competition with itsast-deeloping
neighbos also implies a lmadening of indusial tech-
nology and less deendence on korintensve industies.
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Asian Gr owth Pr ospects Remain Bright

Growth in impot demand isxpected to €main stong
in East and Southea&sia duing 1997-2005. Higher
incomes along with @preciding curencieshigh sa-
ings and imestment ates,and ampledreign exchange
reseves,will lik ely contirue to dive stong impot
demand gowth. Incomes in desloping East and South-
eastAsia, as measwd by average per capita real GDP
will expand &@out 80 perent betveen 1995 and 2005,
compaed with dout 56 in Cenal and Easter Euope
and 35 pearent in Ldin Ameiica. Even as cuent gowth
rates inAsia beajin to tgper of in the long un, the qins
in purchasing pwer far exceed those in otheegions
of the world.

Expott-oriented policies wre & the hearof Asia’s initial
development d€brt. Expot competitveness as suppdedby
underalued curenciesand domestic demandas sub
ordinaed to suppling export maikets. High n&onal
savings rates vere assugd Ly restictive impot bariers,
undewalued &change rates,and tight fscal and mone
tary policies. Success iraising eal incomes il\sia
has nav come full cicle with respect to ade From
net eporters, mary counties hae nav become net
importers. High saings, direct investment fom Jpan
and elsehere, and poduction shifts to highevalue
products andports undelie the iegion’s aility and
cgpacity to impot.

Asian puchasing pwer has also been boosted b
appreciging curencies thalower the cost of man
imports. In deeloping East and Southe@sia, the eal
effective exchange rate against the US. dollar gpreci
ated 7 pecent duing 1991-96. In conést,the curencies
of Westen Euiope dereciged by 5.5 pecent @ainst
the dollar dung 1994-96. Cuencies in deeslopingAsia
have gprecided because higher Iafion rates eldive
to the United St@s hae not been accompaniey tor-
responding nominalxehang rate deprecidions.The
negative impact of eal gpreciaion onAsian competi
tiveness has been masted in the &de and cuent
account de€its of mary Asian counties. Havever, the
need to impdrgoods,sewices,and cital in the push to
industialize and impove infrastucture is well suppoted
by large foreign leseves and highereal exchange rates.

Asia: Real GDP growth rates

China
Malaysia
Indonesia
Thailand
Vietham e—
Korea |
Taiwvan E———————
Pakistan i————
INdia e —
Philippines
Hong Kon
Banglades

Burma
Japan |

, [ 1985-95

Il 1996-05
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East and Southeast Asia. Although gowth in South
Korea andlaiwan is epected to be somda slower than
during the last 10 gass, these and neighbiog Southeast
Asian economies arepected to maintairefatively high
rates of income igwth duing 1997-2005The economies
of this region ale the most intgrated among the del-
oping counties—by trade and inti-regional investment.
In paticular, driven patly by direct investments fom
Japan,industial development is dist gproading tha of
the deeloped economies as measliin per cpita GDP
Overall output gowth will settle dovn to a moe sustain
able pace as domesticviestment deceleares.The level
of trade competition andwested telenology in the aea
is sut tha gradudion to highetvalue poducts apeas
to be essential in maintainingatte competitieness.
Trade elaionships pomoted though theAssocidion of
Southeasfsian Ndions (ASEAN) andAsia-Pacific
Economic Coopetion (APEC),as vell as @preciaing
cumrenciesare increasingy important factos in longer
term prospects dr trade and gowth.

South Asia. While projected gowth is not as impm@ssve
as in East and Southedstia, output expansion will
nonethelessassult in aerall per caita cains of dout
3.6 pecent in SoutlAsia thiough the net decadePer
cgpita GDP in yar 2000 will be a thit higher than in
1990. Geder trade and imestment inbws will fuel the
region’s gowth and because of theegion’s sizdle
populdion, intemal demand will sustain heajtleconomic
actiity, much like Chinas gowth pdtem. While India’s
growth is stong doule-digit growth like Chinas is
unlikely. Neverthelessgiven the sie of potential maet
demand among Ind&'neighbaos, as vell as its poximity
to the oil poduces of the Midlle Eastthe outlook ér
India’s export growth is biight.

Africa and the Mid dle East. Countiies in this egion
are pojected to stdracieving positve per caita GDP
growth, after contacting in theifst half of the 199@.
Increases in theeal pice of cude oil help the Midle
East and Ndh Africa. Rer caita real GDP gins in
Sub-SahanAfrica, however, will be dose to ero as
economic gowth stmains to leg up with populton
growth. The two laigest economies in Sub-SahaAfrica,
Nigeria and Soutt\frica, will have contasting per gaita
growth pahs—neyative and positie, respectiely.

Population Gr owth Assumptions

Populaion assumptionsof the United Stas and theast
of the world are based on unplished ppjections made
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Table 5—Population gr owth assumptions

Average
Region/country 1994 1995 1996 1997 1998 1999 2000 1990-1995 1996-2000 2001-2005
Percent change

World 15 1.4 14 1.4 1.4 1.3 1.3 15 14 1.2
less U.S. 15 15 14 14 1.4 14 1.3 1.6 14 1.3
Developed economies 0.6 0.6 0.6 0.5 0.5 0.5 0.5 0.7 0.5 0.5
United States 1.0 0.9 1.0 0.9 0.9 0.9 0.8 1.0 0.9 0.8
Canada 1.3 1.2 11 1.0 1.0 1.0 0.9 1.3 1.0 0.9
Japan 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.2 0.2
Australia 11 1.0 1.0 1.0 0.9 0.9 0.9 1.2 0.9 0.8
European Union-15 0.4 0.4 0.4 0.3 0.3 0.3 0.3 0.4 0.3 0.3
France 0.4 0.4 0.3 0.3 0.3 0.3 0.4 0.5 0.3 0.4
Germany 1.0 0.8 0.7 0.6 0.6 0.6 0.7 0.9 0.7 0.5
Italy 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.0 0.1 0.1
Spain 0.1 0.2 0.2 0.2 0.2 0.3 0.3 0.2 0.2 0.3
United Kingdom 0.2 0.2 0.2 0.2 0.2 0.2 0.1 0.3 0.2 0.1
Transition economies -0.1 0.0 0.0 0.0 0.1 0.2 0.3 0.2 0.1 0.3
Eastern Europe -0.3 -0.2 -0.2 -0.1 0.0 0.1 0.2 -0.3 0.0 0.2
Czech Republic 0.0 0.0 0.0 0.0 0.0 0.1 0.2 0.0 0.1 0.2
Hungary -0.6 -0.7 -0.7 -0.7 -0.6 -0.5 -0.4 -0.5 -0.6 -0.3
Poland 0.2 0.2 0.1 0.1 0.2 0.3 0.3 0.3 0.2 0.4
Former Soviet Union 0.0 0.1 0.1 0.1 0.1 0.2 0.3 0.3 0.2 0.4
Russia -0.1 0.0 -0.1 -0.1 -0.1 0.0 0.1 0.1 0.0 0.1
Ukraine -0.4 -0.5 -0.4 -0.4 -0.3 -0.2 -0.1 -0.1 -0.3 -0.1
Developing economies 1.8 1.8 1.7 1.7 1.6 1.6 1.5 1.8 1.6 1.5
Asia 15 15 15 1.4 1.4 1.3 1.3 1.6 1.4 1.2
East & Southeast Asia 1.8 1.7 17 1.6 1.6 1.6 15 1.8 1.6 14
China 1.1 1.0 1.0 1.0 0.9 0.9 0.8 1.2 0.9 0.7
Korea 1.0 1.0 1.0 1.0 1.0 1.0 1.0 0.8 1.0 0.9
Taiwan 0.9 0.9 0.9 0.9 0.9 0.9 0.8 0.9 0.9 0.8
Indonesia 1.8 1.7 17 1.6 1.6 15 15 1.9 1.6 14
Malaysia 2.2 2.2 2.1 2.1 2.0 2.0 1.9 2.2 2.0 1.8
Philippines 2.3 2.3 2.2 2.2 21 2.1 2.0 2.3 2.1 1.9
Thailand 1.1 1.1 1.0 1.0 1.0 1.0 0.9 1.2 1.0 0.8
Vietnam 1.8 1.7 1.6 1.6 15 14 1.3 1.9 15 1.3
South Asia 1.9 1.9 1.8 1.8 1.7 1.7 1.6 2.0 1.7 15
India 1.8 1.7 17 1.6 1.6 15 15 1.9 1.6 14
Pakistan 2.3 2.2 2.3 2.3 2.2 2.2 2.2 2.2 2.2 2.0
Bangladesh 1.9 1.9 1.9 1.9 1.8 1.8 1.7 1.9 1.8 1.6
Latin America 1.6 1.6 15 15 1.4 14 14 1.7 14 1.3
Caribbean & Central America 1.7 1.7 1.7 1.6 1.6 1.6 15 1.9 1.6 15
Mexico 2.0 1.9 1.9 1.9 1.8 1.8 1.8 2.0 1.8 1.6
South America 15 15 1.4 1.4 1.3 1.3 1.2 1.6 1.3 1.1
Argentina 11 11 11 11 11 11 11 1.2 11 1.0
Brazil 1.3 1.3 1.2 1.1 1.1 1.0 0.9 1.4 1.1 0.9
Middle East 2.6 2.7 2.7 2.6 25 25 2.5 2.7 2.6 2.4
Iran 1.8 2.4 2.3 2.2 21 2.0 2.2 2.8 2.2 2.2
Iraq 3.8 3.8 3.8 3.7 3.7 3.6 3.6 2.6 3.7 3.5
Saudi Arabia 3.8 3.8 3.6 35 35 35 3.4 3.0 35 3.4
Turkey 1.8 1.7 1.7 1.7 1.6 1.6 1.6 1.8 1.6 15
Africa 2.5 2.7 2.6 2.6 25 25 2.4 2.7 2.5 2.3
North Africa 2.2 21 2.1 2.1 2.0 2.0 2.0 2.3 2.0 1.9
Algeria 2.4 2.3 2.3 2.2 2.2 2.1 2.1 2.4 2.2 2.0
Egypt 2.0 2.0 1.9 1.9 1.9 1.8 1.8 2.2 1.9 1.7
Morocco 2.2 2.1 2.1 2.1 2.0 2.0 1.9 2.2 2.0 1.8
Tunisia 1.9 1.9 1.8 1.8 1.8 17 1.7 1.9 1.8 1.6
Sub-Saharan Africa 2.7 2.9 2.8 2.7 2.7 2.7 2.6 2.9 2.7 2.5
South Africa 1.7 1.8 1.8 1.7 1.6 15 15 2.0 1.6 1.2

Source: U.S. Dept. of Commerce, Bureau of the Census.
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available to USIA by the US. Depatment of Commaerg
Bureau of the Censu$hese pojections ag updaed
peiiodically, with the pojections useddf this eport
based on the uptlaavailable in luly 1996.The pojec
tions shev sloving populadion growth rates in vitually
all countres and egions over the 1996-2005 pjection
peiiod. The highestates of populdon growth ae in
North Africa, the Middle Eastand Sub-SahanAfrica.
Populdion growth is slavest in the elatively developed
regions of Euope North America, the former Swiet
Union, and EasAsia. These assumptionseaused to
estimde per caita GDP gowth in all counties as a
measue of compaative wealth @in over time

U.S. Agricultural P olicy Assumptions

This baselinegflects povisions of the Ederl Agriculture
Improvement and Refm Act of 1996 (199@\ct), which
was signed into & onApril 4, 1996.The 1996Act is a
milestone in thewlution of U.S. agricultural policy
because it fundamentglfedesigns income suppaqro-
grams and discontires suppl man@gement pograms
for produces of whed, com, grain soghum,batey, oas,
rice, and upland cottorThe 1996Act replaces a system
of defciency paymentsbased on the diérence betwen
a pre-set taget pice and the higher of the nkat piice
or the loan ae, with a system ofiked production fexi-
bility contract paymentghat are lagely decoupledsince
there is vittually no link between pgments and cuent
plantings.The 1996Act expands plantingléxibility and
lets authaity expire for Acreage Reduction Rigrams
(ARPs) and 0,50/85-92 gwisions.

The 1996Act encompasses a widange of issuesealaed
to agriculture, including commaoditiestrade consevation,
nutrition assistanceagricultural promotion,credit, rural
developmentand eseach, extension,and educton.
Major changes elaed to poduction griculture ae in
the commodity povisions (Title 1), the aricultural trade
provisions (Title 11), and the consgation provisions
(Title 111) of the 1996Act. The most impdant impacts
result flom poliey changes in bur main aeas cweering
income-suppded cops,price-suppoted commaodities,
agricultural trade and consesation, and ae summa
rized in the b (“FourAreas of Blicy Chang in the
1996 Farm Act”). For moee detail on the LS. policy
assumptionsseeAgricultural Baseline Pojections to
2005,Refecting the 1996 &m Act (WAOB-97-1).
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A crucial factor afecting land wailability in the United
Staes is the assumptiorgarding the Conseation
Reseve Pogram (CRP). Oer 20 million aces of CRP
contracts &pire in 1997. CRP eonliments in 1997 &
assumed todgp the CRP fom falling belav 30 million
acres. Enoliments in subsequenegis ae assumed to
gradually increase the CRP tover 36 million aces ly
2001. Most land ewotled in the CRP is in aas tadition
ally planted to majori¢ld crops,thus limiting the esponse
of planted a@age to ising pices and netatums.

Foreign Agricultural P olicy
Assumptions and Highlights

Policy assumptions undging both US. and breign
projections ag based on full compliance with all hiézal
and multilateral agreements &écting ariculture and
agricultural trade as ofaruary 1997. Bilderal agreements
affecting ayricultural trade betwen the United Stes and
Canadathe United Stees and Mgico, the United Stees
and Jpan,and the United Stes and lérea ae exkamplesof
recent greementsdr which full compliance is assumed
In contast,no compliance is assumeat fary agreements
under discussion or nadifally ratified by Jaruary 1997.
In the nultilateral spheg, the piojections assume full
compliance with the inteal suppat; maiket access,
and eport subsig¢ provisions of the Unguay Round
Agreement o\griculture by all paties to the gree
ment. Sgeral potential naltilateral agreements tha
could hae a signiicant impact on gricultural trade ae
now under considetion, but ale assumed not to occur
in these pojections.These intude:

» No accession to thé&orld Trade Oganizaion
(WTO) by the FSU China,or Taiwan;

* No enlagement of the EU-15 to ddone or mae
Cental or East Ewpean countes;

* No implementtion of moe libemlized tade
among thé\sia-Pacific Economic Coopetion
(APEC) counties,and;

* No epansion of MAFTA to indude adlitional
counties.

Domestic gricultural and tade policies in indidual
foreign counties ae assumed to contie to @olve
along their curent pdh, based on the consensus judg
ment of egional and commodity angdts. In paticular,
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Four Areas of P olicy Chang e
in the 1996 F arm Act

Suppy mangement/income suppbchangd for con
tract coops:

» Decouples most pduction decisions ém pio-
gram pyments

* Eliminates income-stailizing feaure by removing
link between gvemment pgments anddm prices

* Fixed pgment yields etained

» Most planting estictions eliminaed with ARP
authoity expiring, base aerege planting consaints
eliminated, and planting Iexibility expanded

» Fedenl income suppompayments ixed and
reduced wver time

e Maximum loan etes speciéd for mary crops
» Marketing loan povisions etained

* Authoiity for loan &tensions discontured

» FamerOwned Resere suspended

* Crop insuance not mandary

Programs br price-suppoted commodities alted:

* Dairy suppot price phased ougssessments elimina
ed and maketing oders consolideed and eformed

» Suagar maketing allotments suspendedarketing
assessments ireasedand loans madescouse
depending on taff-rate impot quota

* Peanuts becomes ‘@o net cost’program, with
elimination of minimum ndional poundge quota,
reduced loanate for quota peauts,and inceased
assessments tofeét Fedeal expenditues

Trade povisions tageted:

» Expott promotion stategy to emphasie makets
with gredest potentialdr U.S. export gains

* Emeging makets tageted

* High-value poducts emphaséd

» CCC egulaions goveming sto&holding and sell
ing eased

» Market Pomotion Pogram enamed Médeet
Access Rogram and funding cut

» Food Secuty Commaodity Resese replaces Bod
Secuity Whea Reseve

e Expott Enhancement Bgram (EEP) funding
reduced in edy yeass

Environmental ppgrams consolidzd and rtended:

» Ernvironmental Quality Incentes Pogram consal
idates cost sharand teknical assistance ggrams
for crop and Westo& produces

» Consevation Reseve Pogram (CRP) authdaa
tion extended enmollment cgoped & 36.4 million
acres,with eaty temination of some conacts and
authoity to enoll new aceae

» Produces povided moe flexibility in meeting
consevation compliance and etland povisions
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the pocess of libaalizing economic andade eform
undervay in mary developing counties is assumed to
contirue Similaly, the deeelopment and use ofacul-
tural tednolagy and thanges in consumer pferences
are assumed to contie to @olve based on past perf
mance and angét judgment egarding futue deelop
ments. Ky assumptions undging the pojections br
major foreign counties ae summaeed belov.

European Union-15

The baseline pjections ér the Euopean Union (EU)
incomorate poliy changes adopted as piaf the 1992-93
reform of the EUS CommorAgricultural Policy (CAP),
as vell as EU commitments under theudugy Round
agreement thialimit subsidiz2d eports and impove
market accessThe fnal step of planned pce cuts under
CAP reform took place dung 1995/96. Basic suppor
prices ae assumed temain @ 1995/96 nominal els
for most commoditiesut intemal maket pices mg be
driven belev suppot levels in oder to ¢ear domestic
maikets. If Uuguay Round limits on subsided eports
are binding excess supplies will ha to be hsorbed on
the intenal maket, driving maket piices devn. The
anrual set-aside pgram instituted ér grains,oilseeds,
and potein ciops is assumed temain in efect, with
the set-asideate being used as a polilmstument to
adjust poduction to maget conditions.

The baseline assumestilae EUS Urugugy Round
commitment on interal suppdris not a binding constint,
since maw policies esulting fom CAP eform meet the
World Trade Oganizaion (WTO) “production-limiting”
criteria and ae¢ exempt fom reduction commitments.
Tariffication of nontaiff bariers and taff reductions
are assumed to ka little impact because the highitar
equialents estalished br most poducts ae unlikely to
pemit significant adlitional impots. Contirued high
levels of impot protection mean thigrice transmission
from the vorld maiket will be ngligible for all baseline
commodities rcept oilseeds and pducts andin the
later years, whed, rye, and oas. The most impdant
Urugugy Round commitmentof the baseline arthe
limits on subsidied eports and the minimm impot
levels greed under the miagt access pwisions.

Major uncetainties intude wha measues the EU will
use to meet its subsidid export and mininum impot
commitments within the limits of the Ugugy Round
and wha measues the Commission will adopt to deal
with the pojected imbalance beegen beef prduction
and consumption in theake of the bwine sponiform
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encghalopahy (BSE) cisis. The baseline assumes tha With the etun of better veaher after seeral yeass of

the EU will use cuent poligy medanisms to meet its
Uruguay Round limits on subsidid eports. For grains,
it is assumed thiary production in &cess of domestic
use thacannot bexgported will depress the interal
maiket pice and dampen outpuithe EU will use the
set-asideate to constiin suplus poduction.The set-
aside ate is 5 perent br 1997/98and is assumed to
move up to 15 peent in 1998/99 and theemain & 12
percent br the est of the baselindgn the longr tem,
the baseline assumes titlae EU will not incease inter
vention puchases and accurate sto&s begond the
histolical average level—accunulation of intewention
stoks is viaved as a shotem stiategy for dealing with
excess gain suppliesThe baseline assumes thiae EU
will export grain without subsig only when the verld
price is equal to ormgaer than the eerage EU pice.

For pok and poulty, the baseline assumes ttimaaket
prices adjust tolear the intemal maket. The efect of the
herd liquidaion program because of tHenad cav” crisis
is induded Contirued limited intevention br beef a
shiinking dairy heid, and measws to encowge less
intensive pioduction methods aralso assumed to limit
beef poduction.To prevent supluses fom accumlating
in the face of lever consumptiorit is assumed thaevisions
to the CAP will futher educe beef pducer incenties.

The baseline assumesttllaete is no enlagement of the
EU-15 to ad one or mag Cental or East Ewpean
counties.Accession of the lge ayricultural-producing
Centrl and East Ewpean (CEE) courigs could cause
selious poblems Pbr the CAP in its cuent form and
would likely require changes in thapolicy.

Asia and Oceania

Australia. Austrlia exports the majaty of its crop and
livesto& output; this contines in the futwa The
AustralianWhed Board (AWB) is being eoiganized so
that it will be more along the lines of a comnadl
business with gpwer avnership and contl. The AWB
will retain single-desk dias for exports, at least br the
next 5 yeas.Austmlia is peiodically subjected to diught,
so adequi weter availability is crucial to dtaining the
output levels projected Crops ae once gain being
planted in the QfRiver poject inWesten Australia
and seeral nev dams ag being plannedut it is still
too ealy to factor in the full gtent of the aditional
area Pr irrigated ciops sub as cotton and sag
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drought,catle heds ae being ebuilt. Any dgpendence
on impoted feed duing peiods of shatages has been
ruled out br the time beingwhich is dampening rgwth
expectdions for fed-beef More favorable retums for
other enteorises and lar export prices ae also limiting
fed beef gowth. Contirued gowth in exports of live
cdtle is piojected reducing the \ailability of suiteble
catle for feedlots.

China. Chinas econonj is assumed to contie to gow
at a pid, but dedining, rate in the baseliné\verage
real GDP gowth is forecast to sy from moe than 10
percent in ecent yass to 8.4 perent in 2001 to 2005.
This piojection assumes China will conti@ its gadual
reform of the emaining agas of the econoyrwhere
there contirues to be a substantialglee of gvemment
intervention and contl. Major reform initiatives will
focus on the indusél sector and the politicadocial,and
economic dificulties involved in educing andestuctur
ing the stée-avned sectorContirued apid growth in
domestic anddreign irvestment alls the deelopment
of pot, rail, road and pever genegtion infrastiucture to
keep pace with in@ased tde fows and engy demand

Agricultural policy contirues to mee gadualy and
incrementaly toward greder liberlizaion, increasing the
role of maket forces in China pioduction,consumption,
prices,and tade Cental govemment planning is assumed
to dedine for most cops,with a gowing shae of fam
gate and etail puchases occuing & maket pices ether
than & govemment-set pgces. Intemittent govemment
intervention to sthilize makets occus, but with dedin-
ing frequeng.

Agricultural trade is assumed to contmits ecent cowse
becoming mae libemlized as taffs ae gadualy reduced
and non-stie trade companies become raampotant.
While cental govemment coniol over trade in ley com
modities will likely contirue, the shag of tade handled
by private or joint pivate-public trade companies is
assumed torgw. In the baselingt is assumed thaChina
will not become a member of thidorld Trade Oganizaion
(WTO). China hasgplied for WTO membeship, but
negotiations ae onging, with timing of possike enty
and povisions of the ihal agreement unceain.

Production of all major @ps (ecept rice) is pojected

to increase asising domestic pces rise yields thwugh
increased use of impved \arieties and éttilizer and
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The esponsieness ofdod demand in China tdhangs in
income (income elasticities) andanges in evn piices (avn
price elasticities) & ciitical variables in the pojections br
China.The elasticities used in the UB[projections vere
estimded using de from the Urban and Rak Household
Consumption and ExpendituSureys conductedypChinas
Stde Stdistical Bureau.These d&a pemit estimdes tha
capture the diference in consumer behar between urban
and wral householdsdr a ange of food commaodities,
including iice, whed, coase gain, beef and lamb (combined),
poultry med, pork, eggs, fruit, vegetebles, sugar, and edilte
vegetable oil. Estimaes br these commoditiesete then
used to deve estimées br commoditiesdr which no daa
were available (so/beansheef and gal,and lamb and
mutton (indvidually), fish, and other éod).

Because consunwetend to adjusbbd spending bekior as
incomes isg it is gopropriate to adjust income elasticities

China Food Demand Elasticities

China: Estimates of income and o wn-price elasticities f or food demand

over time in long-tem projections. IBr Chinathese adjus-
tments vere based on anat judgment. &r higherincome
urban consumermost income elasticities obéd demand
are expected to ddime over time as aising shae of nav
income is spent on navdd items. Br geneally lower income
rural consumes, while income elasticitieof food stales ae
expected to ddime, those br animal poductsfruits, and
vegetable products ae expected to@main highor even iise

The elasticity estintas used in the Chinagjections ag
summaized in the thle belav. They shav relatively low
income and pce responsieness dr food stales,but rela
tively high income and jre-responsieness ér animal
products fish, fruits, and \egetebles. It should be noted
however, tha the daa used dr the estimtéon procedue
were not alvays completesometimes necesdiitag estima
tion of missing alues and/or instanceshere the amount
of daa was not sufcient to insue obust esults.

Urban Rural
Income Income
Commodity Starting Ending Own-price Starting Ending Own-price
Rice -0.10 -0.20 -0.30 0.05 -0.10 -0.20
Wheat -0.05 -0.20 -0.30 0.20 0.05 -0.12
Coarse grains -0.14 -0.20 -0.30 -0.10 -0.20 -0.05
Soybeans -0.10 -0.20 -0.50 0.05 -0.10 -0.45
Sugar 0.46 0.20 -1.05 0.90 0.90 -1.25
Beef & veal 1.75 1.60 -1.70 1.80 2.00 -1.40
Lamb & mutton 1.75 1.60 -1.75 1.80 1.50 -1.33
Pork 0.50 0.45 -0.96 0.80 0.70 -0.65
Poultry meat 0.99 0.80 -1.16 1.10 1.00 -0.80
Fish 0.93 0.85 -0.96 0.93 1.00 -0.75
Eggs 0.31 0.27 -0.80 0.52 0.45 -0.55
Edible vegetable oil 0.51 0.45 -0.85 0.70 0.55 -0.80
Fruits 0.76 0.80 -1.10 0.90 1.15 -0.75
Vegetables 0.45 0.40 -0.49 0.70 0.85 -0.60
Other food 0.35 0.50 -0.70 0.70 0.70 -0.39

Source: ERS estimates.

better frm mangement pactices. Reduced s$éainvest
ment in @riculture duing the 1980 pioduced a slo-
down in the ete of yield gowth towvard the end of the
baselineTotal land in griculture will contirue its curent
dedine under pessue from nongricultural useshut
the rte of dedine will slow in response to a contigion
of the ggvemments moe efective land mangement
policies of the 1998G.

Income gowth tha will drive demanddr meds and edile
oils will be the ley factor in Chings future aricultural

trade p#tems. Reléively small dhanges in assumptions
affecting income gpwth, mea production tends,or feed
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demand canesult in elaively large changs in tade
projections br a county with 1.2 billion people

East Asia. South Korea and dpan contimie to open
their livesto& sectos to oreign competition as didied in
the Uuguay Round using deiciency payments to assist
the beef ctile sector and encoaging poik and poulty
production with indiect subsidies.gpan will also mag
maximum use of the p&rand beef safjuad mehanisms
negotiated in the Ungugy Round which raise taiffs and
levies on those méson a qudery basis. South &rea,
Japan,andTaiwan will retain bans onvesto& imports
from aeas with bot-and-mouth disease
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All three EasAsian economies arassumed to maintainsion of livesto& production,especialy poultry. Most

tight stde contol over the tade in ice. Rice poduction
in South Korea will contirue to be insdifcient to meet
domestic needso it will have to impot at levels dove
Uruguay Round mandas in some @ais to eplenish
stoks. JBpan will contirue to meet its mininim access
commitmentput will not impott above those leels. Rice
imports of BApan and South &tea ae piojected to emain
at the fnal levels set g the Uugugy Round br the years
after 2000 and 2004espectiely.

Japan’s whed, batley, and sgbean poduction,and South
Korea’s baley and sgbean poduction ae maintained
through boder potection and the use of domestiogr
ucts ly processas in response toayemment mandas
or subsidiesThe nev quota br com for new industial
uses shouldx@and dpan’s nonted maket for comn.

The Eas®sian govemments will contime enomous
expenditues designed to help domestagriaulture re-
stucture itself A continued steagl outflow of labor from
farming will help full- time fatmers adiieve lager oper
ations and economies of sizDespite theestiuctuiing,
production of somedy commaodities will deline in some
counties,including fice in South Krea and pdcand
poultry in Japan. In South Krea,dedining rice consumgp
tion will mean thaproduction delines mg not lead to
increased impds; in Apan,however, greder pok and pou
try impotts will be needed to fsfet the ppduction deline.

Southeast Asia. Rising incomes and thdéandng diets
that follow are tuning SoutheagAsia into an gpanding
maiket for whea and fedstufls. This trend has been
boosted as seral counties hae libemlized contols on
imports of ayricultural products.This trade libealizaion
trend will contirue

Improved economic conditions Mietnam and Buna
will help the egion regain its ormer pominence as a
net exporter of lice. Rice impots by seseral counties,
including Indonesiathe Philippinesand Malasia, will
rise as polig goals gadually shift avay from full self-
sufiiciengy. The Southeadisian iegion has dundant
land iesouces vell suited to ice pioduction. Demandor
whea-based prducts will be incgasing but because the
region’s tropical dimate is not suited to kaed production,
rising demand will be supplied thugh whed imports.

With the egion’s economies contiring to booma key
driver of ayricultural impot demand will be thexpan
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growth in livesto& product demand will be metydocal
production thais increasingy dependent on impdoed
feeds.Thailand the ony significant con exporter in the
past,has ecenty become a net impiar, with net impots
projected to contine to ise Low com yields in the egion
limit corn’s competitieness with other ops,so con
production will not &pand asapidly as demandrhe
region’s impots of sybeans and stvean meal will also
shawv strong gowth to meet éed demandas sgbeans
are not gneally well suited 6r production in theagion’s
tropical dimate.

South Asia. India’s fam sector will contine to benef
from impioving tems of tade as gricultural price incen
tivesare maintained and libaelizing reforms steady
reduce potection in nordmm sectos. Food gain pio-
duction will also be iyen a boostypreduced potection
of oilseeds esulting fom the ecent taiffication of vege-
table oil impoits. Domestic synluses of ice contirue in
the baselingwith India’s relaively low-quality rice main-
taining a signitant global matet shae. While some
whed exports ae piojected India’s supluses of elaively
low-quality whea are moe likely to be disposed of in
the domestic maet. With the eform of vegetadle oil
trade emaining in placevegetable oil impoits will grow
rapidly. Piice incentves and prductiity gains will sus
tain stong gowth in cotton poduction,with most po-
duction consumed domestigatib meet domestic and
export demand dr cotton-based pducts.

Producer incenties in Rkistan will contime to suppadr
gains in cotton aeage, leading to contined stgnaion
of whed yields due to le planting Trade poliy pemits
rising dgpendence on imptad whed. Cotton yields will
recover gadually from curent pestelaed poblems.As
with India, most cotton prduction is pocessed domes
tically, with strong gowth in exports of cotton-based
products. Contined relatively liberal impot policies
will permit contirued gowth in vegetable oil impotts.
Growing livesto& product demand nyadead to eme@ence
of significant con and sgbean meal impas.

Africa and the Mid dle East

Sub-Saharan Africa. Little or no gowth is expectedin
per cpita incomes anavith slov growth in production,
constained impar cgpacity, and stong populéon growth,
per caita food gain consumption is pjected to con
tinue to deline. Cegpacity to impot food commerially
will grow slowly, consistent with gins in total gport
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eanings and eal detines in ©ood pices.The egion is
projected to eceve a gowing shae of aailable global
food aid However, with global bod aid idgets assumed
to be fxed d current levels,food aid to theagion will
not be suicient to maintain per gata consumption.

North Africa. Stronger gowth in impot demand dr
grains and éeds is mijected in most of Nah Africa,
based on the outloolkif improved economic igpwth in
most counies, limited production potential andor some
counties, more open tade policies. Blitical unrest will
constain economic gowth in Algeria, but whea and
com impotts ae pojected to ise as aop production is
hampeed by high input pices,input shotages,and lak
of credit. In Egpt, average real GDP gowth of 4 to 5
percent annally and ecent polig reforms will genegte
more gowth in whed and con impots. Since joining
theWTO in 1995 Egypt has beeneducing poducer and
consumer subsidies igréculture and has opened upde
to the pivate sector ér some gains,cotton,and other
commodities. Mancco’s real GDP gowth of about 5
percent annally, coupled with a contirgtion of recent
steps to libealize trade in gains,oilseedsand sugr,
will spaik stronger gowth in impot demandIn Tunisia,
which began libealizing its domestic miets and tde in
1992, real GDP gowth of 5 to 6 perent a yar will lead
to rising impot demand dér whea and lvesto& products.

Middle East. Marny Middle Eastar economies will also
expelience stonger economic @wth duing 1997-2005in
large pat due to the outlookof rising oil plices. Pospects
for Iran ae highly dgpendent on both oil pres and the
implementéion of stuctural reform. Modegete economic
growth, together with limited success in ingeting yields,
and an ambitiousJesto&/dairy development pogram,
lead to the mjected gowth in rice, com, and baley
impotts. The situéion in Iraq,both economic and political,

debt, and no siotng commitment to fvatization, will
affect its economic pesfmance well into the pojection
peiiod. Steag growth in rice impots is likely, reduced
producer subsidies expected to push uphed impotts,
and livestod& and poulty development dbrts should
strengthen éed impor demand

Western Hemisphere

Canada. A major factor afecting baseline pduction
projections br Canadian aps is the shift\er the past
several yeas into the poduction of canola. Encoaged fy
development of n& varieties,canola aceage rose fom
a range of 2.5 to 3.7 million hectas duing 1984-92to
a range of 5.3 to 5.75 million hectas duing 1994-95.
Canola plantings sigmifantly affect aea and pyduction of
other cops,paticulaly whea and baey. Whea aceaye,
for example was belev 11.3 million hectags in 1994
and 1995 afteramaining vell dbove 13 million hectars
over the 1984-92 pird. In 1996 prices stongly favored
a retum to gains,but the tendencto substitute canola
for whea acreage is pojected to eemege in the near
future. However, rotational constaints on canola plantings
are assumed to limit canola aege.

Canada 1995/96 and 1996/9Tdiets pojected aeduc
tion in anmial domestic suppbprograms br agriculture
from C$854 million to C$600 millionver 3 yeas. In
redesigning gricultural suppar programs to meet the ne
budget restictions,emphasis is being placed omding
whole-farm insuance (sue as theacenty developed
whole-faim savings plan ppgram—the Net Income
Stabilization Account),rather than ap-specitc and po-
duction-distating subsidiesThe baseline assumesttgav-
emment subsidies to@p and everue insuance pograms
will be “production neuttl” and tha Canadian gins and
oilseed poduction will fully respond to mé&et forces.

is extremel uncetain. Under the assumption of 3.5 to £anada 1995/96 bdget also eliminted the C$561

percent annal real GDP gowth, food consumption is
projected to gadually recover from the shar drop fol-

lowing the Rersian GulfWar in 1991 driving modeate
growth in impots of food and éed gains.

In SaudiArabia, economic gowth will also impove
because of stinger oil piices,while agricultural output
will continue to detine as lndget constaints brce the
govemment to cut subsidies and thés iising concen
about deleting water resouces. Rising impds of lice,
whed, and fed gains ae piojected Turkey’s mary dif-
ficulties,including high populdon growth, large extemal
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million Westen Grain Transpotation Act (WGTA)
freight subsig for prairie grains and oilseedsgffective
August 1,1995.The eliminaion of theWGTA freight
subsigy meets Canads'commitment under the Uguay
Round e&port subsigy reduction equitements. Elimintgon
of the subsig means thiathe cost of @inspotation of
prairie province cops (sub as vhea, batey, and canola)
to export positions has ineased Y about C$17 per matr
ton. This incease in @nspotation costs will educe
farmers’ incentives to plant gains and oilseeds and will
reduce poduction.At the same timgprairie processing
and Ivesto& sectos will beneit from reductions in
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local pices. TheWGTA subsid/ removal has einforced
recent tends tavard moie value-adled pocessing in the
Canadian pairie region. Substantial ineases in liestok
feeding and canolaushing ae piojected to contine in
the baseline

Increases in Canadaivhed exports to the United Stas
over the 1990-94 pird led to the ngotiation of a bilaeral
agreement to gvem whed trade with a taff-rate quota
for 1 year from Setember 121994,to September 11,

will continue to educe itsole in suppding grain pices.
Intervention in domestic carand vhed priceswill end
and with lower impot duties on car, soighum,and whed,
there will be moe piice tansmission beteen the wrld
and domesticrgin makets. PROCAMPO diect pyments,
which require planting bt aie otherwise decoupledill
contirue to be phased out. UndeANTA, all tariffs on
baseline commaodities will be elimiteal by 2008. In light
of the pice-competitveness and quality of.8. com,
pork, poultry, and ggs, paticulary to the boder aras,

1995.The ayreement also ediished a joint commission it is assumed thidviexico will import & least the quanti

to stud all aspects of . and Canadianrgin maketing
systemsWith expiration of the taiff rate quota (TRQ) in
September of 1995 JSTR and USE announced tha
the United Sties nav planned td'monitor” imports of
Canadian \wed using the pired TRQ as a berunak
for compaison,and to askdr consultions with the
Canadian gvemment if thee is a suge in impots. The
baseline assumes ththese povisions will prove sufi-
cient and thno nav restictions on US. grain impots
from Canada will be imposed

Several commodities gown in Canada he unique
chamacteistics tha are likely to guaantee cdrin eport
markets Dr the futue. Canadian canola isgfered by
Japanese impders. Canadian da ae an indispensde
importt for U.S. processa. Canadian andlustalian baley
malt ae positioned to beniéfrom increasing demand
from impoters in China and Ltin America. Because of
these mdeet “niches; projections ér Canadian jduction
of these thee commaodities isafored in the ler yeass
of the baseline

Mexico. The economic ésis in Meico triggered Ly the

ty specifed by the taiff-rate quota. Mgico contirues to
reduce consumer subsidi@sd the main subsidies tha
contirue will be those on ttHas and milk. leed com
poundes will now procure con directly from famers,
thus eliminging CONASUPO subsidiesof animal &ed

South America. Strong oserall economic gowth is
expected in SoutAmeliica, led by the two laigest economies
in the kegion, Brazil andArgentina. Magy counties in
the region will continue to benéf from their successful
evolution from semi-authdtarian political systems and
mariket-manged economies to political plalism and
maiket-oliented economies.

For Argentina,the key assumptions aron the suppl

side and imolve the &ailability of land for crop produc
tion and the Ieel of yields obtainble. Before 1996 the
most aea thaArgentine poduces had deoted to gains,
oilseedsand cotton vas 18.3 million hectas in 1983.
Until recenty, it was considexd unlilely tha this recod
could be gceeded without sigrifant investment in

improving the maketing infrastucture. In 1996 however,
planted aga will supass theecod by more than 2 mi

peso dealudion in December 1994 did not fundamentalllion hectaes.As a esult,the baseline assumestthapped

change the long-tan outlook br Mexican ayriculture.
The economis expected to bounce bacelaively quidly,
with anrual real GDP gowth exceeding 4 pe&ent in
1997 and eeraging moie than 5 perent though 2005.
Mexico will be a pogressvely larger impoter of gains,
oilseed poducts,and mets over the ngt decadeMexico’s
productive caacity will be limited ly scace water, land,
and lav levels of tetinolagy. Growing demanddr meds
will spur domestic mdegproduction and demanaif
imported feed ingedients.Trade libealizaion provides
oppotunities br greder impots of mess, almost entiely
from the United Stas.

Agricultural poliy contirues to be diven ty the PROCAMPO
program and MFTA. Under PROCAMPQ, the govemment
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area can gpand signitantly beyond 18.3 million hectas
when maket conditions mvide adequi incentves. Cop
yield response in 1996 also indied stonger response to
prices than in the pasuith the use of inputs ineasing
shaply. Consequeny| the baseline assumessfer gowth

in use of éttilizer and other inputs than has been the case
histoiically. Finally, it is assumed thi&rgentina will not
complete the mrcess of @aining hoof-and-mouth-fe

staus in the baselinghus peventing epansion of beef
exports to hoof-and-mouth ée aeas.

In Brazil, the economic shilization program bgun in
July 1994 has used tight mongtaolicies to bing inflation
down to dout 9 pecent,the lovest level in 39 yeass.
The Cental Bank will contirue to mange a gadual
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devaludion in the eal exchang rate in an dffort to keep
inflation and the mwing trade d&tit under contol. With
gradual eal deprecidion of the &change rate, Brazilian
produces will face stonger piice incentves in local
cureng tems. Rnally, in August 1996the Biazilian
Govemment eliminged the alue-adled stée tax on gports
of raw and semi-maufactued ayricultural products.This
chang will have a signifcant positve impact on pce
incentives in the sghean sectgiincreasing the quantity
of sgybeans prduced as well as the vlume of sgbeans,
meal,and oil tha is exported

Transition Economies

Former So viet Union. Between 1997 and 200¢égal
GDP gowth for the counies of the FSU will be ery
sluggish, and curencies will @preciae in real tems.
After 2000,real GDP gowth acoss the egion is assumed
to be 3 to 4 peent per gar with the exchang value of
the iegion’s curencies emaining oughly constant ineal
tems. The piojections assume thhberalization of the
markets and estuctuiing of ayricultural enteprises of
the FSU will contimie d its curent slav pace Commodity-
specifc trade policies will emain mostt unchanged,
with tariffs remaining arelaively low levels,and no
guotas imposedPiice tansmission beteen vorld and

dedines of ecent yas will not be fully recouped in the
foreseehle future and some meéaemand will contine
to be sésfied by impotts. It is also anticigad tha grain
imports will be minimal in the baseline because cargh
livestok dedines will limit demand The Cental Asian
counties of the FSU will meet theirgin needs fmairily
from Kazakhstan and U&ing rather than fom impots
from aroad

Central and Eastern Eur ope. The baseline assumes
tha none of the CEE courgs will join the EU duing
the pojections pdod. Although some CEE couids my
join the EU ly 2005,the timing of accession is untagn.
The baseline also assumesttimst vworld prices ae
fully transmitted to domestic nmiaats and thaimport
taniffs in most cases will notxeeed 30 paent. In the
shot tem, the impact of potectionist policies in the
Visgygrad Four (Poland Hungary, the Czdch Repulic,
and Sloakia) has maigl been to kg domestic prducer
prices @ world levels. These measas hae tended to
counter the denward pressues on pices coming fom
the lingering bottleneks in the davnstream secta. Of
theVisegrad Four counties, only Hungary seeks to be a
major gain eporter. Othes aim br self-suficiency. The
baseline assumes thdomestic poducer pices will not

domestic mdets br major commaodities is assumed todiffer gealy from world maket piices.The pincipal

be @out 50 perent,meaning thaa 1-pecent hang in
the world price will result in &out a 0.5-parent hange
in the domestic fice.

The pimary policy uncetainty in the outlook conces
the possibility of mag piotectionist tade measas br
agricultural commodities. Higher tdifs and/or taff-rate
guotas or quotas mde announced in Russiar fivestok
products. Signitantly higher taiffs, or imposition of
guotascould dastically chang the megimpott projec
tions. Tariffs will probably be mised but mote drastic
changes tha could afect meaimpotts, sud as quotas,
will probably be aoided

Crop pioductiity gains in the FSU will be small. &gress
in land eform tha could lead to major pductiity gains
is not anticipged FSU livesto& production is assumed
to recover \ery slowly, at least until the prcess of eco
nomic reform reduces prduction costs and ineases the
competitveness of the sectdihe curent high cost of méa
production in the FSU sggsts thalivestok inventory

22 [0 Economic Research Service / USDA

constaint will be contied pessue to leg stde hudgets
in balance

The baseline also assumes a stéadrease in dfciency
in the ayricultural sectorwhich will be reflected in ising
yields and ggaer feeding diciengy in the lvestok sector
These poductvity increases will comelmut as agsult
of contiruing progress tavard maket reform in all the
CEE'’s. It is assumed thanost of theigidities inheited
from the Commanist peiod will be removed, allowing
fuller transmission of wrld maket piices to domestic
produces. In adlition, the forecast assumes contied
positive income gowth and &lling inflation. Rising incomes
and laver inteest ates will biing badly needed ivest
ment to both griculture and od pocessingThere will
likely be some consolitian of the small fagmented
famrms tha curently dominde nmuch of the landsqgae
Land terure will become mar pemanentbottlene&s
in issuing titles will be @solhed and tue land makets
will develop as cpital makets impove.
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